Since the establishment of the Forum on China-Africa Cooperation back in 2000, Chinese investment in Africa rapidly increased. Almost two decades later, the economic partnership between China and African countries is facing both opportunities and challenges. This paper studies the impact of cultural distance on FDI, in the specific context of China-Africa cooperation. We employ generalized least squares regression analyses to estimate the impact of cultural distance on Chinese Outward FDI in 40 African countries from 2003 to 2015. Our results indicate that cultural distance has a significant negative impact on Chinese investment in Africa. Furthermore, distance in two of the four cultural dimensions has a bigger impact on FDI: Masculinity/Femininity and Uncertainty avoidance. We conclude that from China-Africa perspective, cultural distance creates additional barriers to Chinese investment.
Introduction
The rise of China as a new power, bringing hope to other developing countries on one hand, and challenging the position of developed countries on the other, is probably one of the underlying reasons why there are tensions around the world. In this challenging international environment, the economic cooperation between China and African countries is facing multiple challenges and opportunities at the same time.
Since the establishment of the Forum on China-Africa Cooperation back in 2000, the cooperation between China and African countries has reached a higher standard. As a key area of this cooperation, Chinese investment in Africa rapidly increased. According to the Chinese Ministry of Commerce, China's foreign di- The sudden increase of the investment volume between China and African countries has prompted many economists to wonder if traditional investment determinants also apply to China and African countries [1] . Distance is among the key determinants of economic exchange between countries. Along with geographic distance, cultural distance defined as "the degree to which shared norms and values differ from one country to another" [2] , has also received a lot of attention in the literature. Cultural distance can affect bilateral preferences, bilateral trust, and transaction costs between two partner countries. Cultural distance also often means different management practices from one country to another. For all these reasons, cultural distance is believed to have a significant impact on foreign investment.
However, although China and African countries invest a lot of resources to reduce the "cultural gap" between China and Africa, only a few studies have shed light on the impact of cultural distance on Chinese investment in Africa.
Overall, the literature on the impact of cultural distance on FDI is mostly directed towards the economic relationship between developed countries and other developed countries, or towards the relationship between developed and developing countries. The first contribution of this study is to raise awareness on the fact that that cultural differences also exist between developing countries.
Our study takes a specific approach by explaining the different mechanisms through which cultural distance may influence Chinese investment in African countries. We believe that a good understanding of the impact of cultural distance is one of the key factors that will determine the future of the economic relationship between China and African countries. The second and most important contribution of this paper is the attempt to study empirically the impact of cultural distance on Chinese investment in Africa. Despite the fact that several cultural conflicts happen every year involving Chinese companies in Africa, few studies have so far been able to investigate empirically the impact of cultural distance on Chinese investment in African countries.
To fill in this gap in the literature, we employ general least squares regression analyses to test our hypothesis regarding the impact of cultural distance and on Chinese Outward FDI in 40 African countries from 2003 to 2015. Our results indicate that cultural distance has a significant negative impact on Chinese investment in Africa. Furthermore, distance in two of the four cultural dimensions has a bigger impact on FDI: Masculinity/Femininity and Uncertainty avoidance.
We conclude that from China-Africa perspective, cultural distance creates additional barriers to Chinese investment.
Of course, this study has a few limitations, the most important being the We organize the remainder of this study in the following way: In Chapter 2,
we give an overview of Chinese investments in African countries. In Chapter 3,
we review the related literature on our topic and explain how this study fits in. In
Chapter 4, we present the data and the model specifications. The regression results are discussed in Chapter 5. Chapter 6 concludes the study.
Overview of Chinese Investment in Africa
The 21 This debate put aside, the story of Chinese FDI in Sub Saharan Africa remains widely unknown [3] . In this section, we give a clear picture of Chinese FDI in Sub-Saharan Africa. We review the history, the main actors, the distribution, and finally the current state and the future of Chinese FDI in Africa. Chinese private companies to invest in Africa, what many companies were already willing to do because of the saturated domestic market. These private Chinese companies include small, medium, and a few large companies. There is also a great deal of micro enterprises [3] . Small and medium companies are mostly involved in communications, wholesale trading, and manufacturing. As far as micro enterprises, they tend to invest in small-scale manufacturing or retail.
The History of Chinese Investment in Africa
On the other side of the "win-win" cooperation, many African countries still in their development stage needed infrastructures and manufacturing facilities to achieve their development goals. Chinese FDI not only provided an answer to this need, it also created many job opportunities. It is also worth mentioning that Western countries played an important role in paving the way for Chinese companies to invest in Africa by enforcing liberal investment policies in Africa [3] .
As we can see from this brief historical summary of Chinese investment in Africa, Chinese FDI has greatly diversified over the years. In many African countries, China has even become the leading investor in almost all the sectors. Also, from the initial political ties to the more recent economic co-operation, Chinese investment in Africa has almost always been a win-win cooperation situation. Going further, the next section will give us more details about the current situation and the future perspective of Chinese investment in Africa.
The Current State and the future of Chinese Investment in Africa
The By the end of 2016, there were 3254 Chinese companies registered in Africa, a little less than 9% of the total number of Chinese companies registered abroad. The top destinations of Chinese companies in Africa are Zambia, Nigeria, Ethiopia, South Africa, Tanzania, Kenya, Ghana, and Angola. As mentioned before, private companies have taken the leading role in China's outward investment, both globally and in Africa. Statistics show that from 2006 to 2016, the share of Chinese state companies involved in foreign direct investment was reduced from 81% to 54.3%. Also, Africa has become the top destination for Chinese small and medium enterprises. 32% of these companies choose to invest in Africa, while only 20% prefer South-Eastern Asia 4 . There are many reasons to believe that Chinese companies will continue to invest in Africa.
First, from China's own perspective, many Chinese companies like TCL or HAIER need to find new markets to absorb their production surplus, not to mention the growing competition on their local market. Africa represents the best market for these companies, not only because the market potential is huge, but also because the industrialization level is still low, causing the prices of manufactured products to be high. Also, China still needs to acquire strategic assets and resources in order to fuel its development. And multinationals like SINOPEC are key instruments to acquire these assets from Africa, a continent rich in resources. Finally, the most important guarantee that Chinese companies will continue to invest in Africa is the strong support given by the Government to "Go out", and the deepening of the political ties between China and African countries through platforms like FOCAC.
On the other hand, we believe that African countries will continue to welcome Chinese investment. Not only do African countries expect to learn from China's positive experience, they also expect China to fulfill its « international responsibility » towards other developing countries through financial assistance and technological expertise, in order to achieve their own industrialization and urbanization.
As more and more Chinese companies turn towards the African continent, as investment sectors and projects keep diversifying, one can expect Chinese FDI to increase its influence in Africa. For that to happen, China and African countries will have to solve many issues still standing on the way: -Most African countries are still considered highly risky. Frequent ethnic conflicts and political turmoil threaten the safety of Chinese individuals and properties. Most African countries are yet to provide a safe business environment for foreign investors, due to the instability of economic policies.
-Chinese multinationals still suffer a bad reputation, justified or not. For example, Chinese investment in Africa is often perceived to follow the state-driven strategy of giving infrastructure and taking natural resources.
Some critics also accuse China of passively tolerating human right violations policy and authoritarian regimes in exchange of economic benefits. Last but not least, Chinese companies are also criticized for potentially crowding out the African manufacturing industry, providing poor-quality jobs, and polluting the environment [5] . 
Literature Review
Culture matters! This is the general conclusion on the relationship between culture and economics. However, after all these years of research, not only is it still difficult to define what culture is, it is also difficult to explain what kind of impact cultural differences have on foreign investment.
Firms engage in FDI either to seek efficiency, new resources, new markets, or strategic assets [6] . Along with these main motives, several other factors determine the FDI location choice, including economic, political, geographic, and cultural factors.
Cultural distance is often considered as part of informal institutions. For the following reasons, most studies generally agree on the fact that Outward FDI is negatively affected by cultural differences. First, cultural distance raises uncertainty about the host country's cultural environment, increasing the cost of acquiring, interpreting information, and the risk of misinterpretation as well. In this context where international managers may find it difficult to perceive cultural barriers and make the appropriate decisions, the host country's attractiveness may be significantly affected [7] [8] . Secondly, foreign investment requires multinationals to interact with host countries' stakeholders. However, cultural distance often means differences in business and management practices. In this context, getting familiar with local laws is far from being enough. Multinationals will also have to adjust to unwritten, unspoken rules of the game as well, culture so to speak [9] . As a result, multinationals cannot easily transfer home country practices to the host country, which increases the cost of doing international business [10] [11].
On the other hand, several studies argue that cultural distance has a positive impact on FDI: First, cultural distance can increase the perceived barriers and discourage bilateral trade, leading multinationals to increase FDI [12] . Also, if cultural distance may represent a liability on the short term, it can become a serious opportunity on the long term, because multinationals that invest in cultu- rally distant countries will develop ability to adapt and acquire knowledge [13] .
In line with the theoretical findings, the empirical literature on the relationship between cultural distance and FDI has also reached mixed results:
-Loree and Guisinger [14] look at the impact of policy and non-policy determinants on the location of US equity FDI. They find that cultural distance, measured by the Hofstede index, has a negative impact on FDI location of US firms, but also that this impact is diminishing over time. They explain that the more firms and managers gain international experience and go through trainings, the more skills they acquire to break down the cultural distance barrier.
-Sethi et al. [15] analyze the changing trends in the flow and determinants of US MNEs' FDI. They argue that changes in preferences and tastes of consumers make them converge to a global norm, reducing progressively the impact of cultural distance. The empirical results confirm the intuition that US MNEs have progressively lost consideration for cultural proximity as a key determinant of FDI location choice.
-Tang [16] takes a particular approach by testing empirically the impact of each one of Hofstede's cultural dimensions on FDI. She also uses GLOBE cultural scores to check for robustness. The results first show that difference in "Individualism" between two countries has a positive impact on FDI, while difference in "Power Distance" negatively affects FDI. One of the key findings of this paper is the fact that investment in a culturally distant country is not necessarily a bad move for Multinationals.
-Siegel et al. [9] focus on "Egalitarianism", one of Schwartz's cultural orientations, to investigate the impact on cultural distance on FDI location. Using a gravity model with panel data from 1970 to 2004, they find that egalitarianism distance has a negative, statistically significant impact on FDI location choice.
Chinese FDI remains even to this day, a very hot study topic in the literature.
What triggers so much interest in China's international economic activity is on one hand, the fact that the "Kingdom of the Middle" that was once a top destination for the world's FDI, has progressively turned into a major source country distance between China and the host country, meaning the absence of a Chinese Diaspora network, does not encourage Chinese firms to make investments.
-Quer et al. [20] study the impact of political risk and cultural distance on the This is rather surprising, given the fact that Chinese investment in Africa is such a hot research topic. Hence, it would be interesting topic to find out whether cultural distance is among the determinants of Chinese investment not in the whole world, but in the specific context of Africa. Our study fills up the gap in the literature by testing empirically the impact of cultural distance on Chinese investment in Africa. We believe that a good understanding of the impact of cultural distance is one of the key factors that will determine the future of the economic relationship between China and African countries.
Model Specification and Data

Hypothesis
The impact of cultural distance on FDI mainly depends on the main motivation 
Independent Variables
To measure cultural distance, we use the Kogut and Singh index [10] . This index measures cultural distance based on four dimensions of national culture (Power distance; Individualism vs collectivism; Masculinity vs Femininity; Uncertainty avoidance) derived from Hofstede's work 6 . The data is available for a total of 18 African countries. We extend scores to some countries that we believe are culturally close, to get a total of 40 African countries in our dataset. The African countries selected and their cultural distance with China are detailed in the Appendix 1. We expect to find a negative but not significant relationship between
Chinese OFDI and cultural distance.
Beside our main independent variable, we also add variables that reflect the First, we consider market seeking as being a key motive for Chinese Outward FDI. We expect Chinese Outward FDI to be positively associated with the African (host) country's market size because it offers more opportunities to generate profit. Chakrabarti [21] points out that "a large market is necessary for efficient utilization of resources and exploitation of economies of scale". Thus, we use both GDP and GDP per capita to control for market seeking FDI. The data is taken from the World Bank Development Indicators database.
Resource-seeking FDI is the second Outbound FDI motive we include in our model. Many studies argue that Multinationals Outbound investment has been one of the key mechanisms used by the Chinese Government to ensure a continued supply of resources to fuel the growing Chinese economy [22] . For that reason, we expect that African countries resource endowment will be positively related to Chinese ODI. We use the mean ratio of ore and metal exports to control for resource seeking FDI. The data is obtained from the World Bank Development Indicators database.
Control Variables
We also include several control variables into our model.
First, we control for the impact of inflation. We expect Chinese ODI to decrease when the African host country experiences currency inflation, because high inflation often means a rise in local input prices and a devaluation of the Multinational firm's profits. We collect the data on inflation from the IMF's World Economic Outlook.
We also consider the effects of exchange rates. Just as an undervalued home currency encourages exports over FDI, we expect Chinese FDI to increase when the African host country's currency is depreciated vis-à-vis China's currency [23] . Thus, we include a variable reflecting the exchange rate in the surveyed period. The data is collected from the World Bank Development Indicators Database.
We include a control variable reflecting the degree of openness of the host African country. Although empirical tests revealed mixed results, most studies agree that the more a country is open to international trade, the more other countries are willing to invest there because "most investment projects are directed towards the tradable sector" [21] . Thus, we believe that African countries'
Openness is positively related to Chinese FDI. Openness is usually measured by the ratio of exports plus imports to GDP.
We then control for geographic distance because according to the theory of Internationalization, we expect that market-seeking companies would prefer trade over FDI for countries that are geographically close, and FDI over trade for country that are far away. However, since geographical distance is also expected to increase transportation costs, it can also hinder FDI. Thus, we expect a negative relation between Geographical distance and Chinese ODI in African coun- get familiar with local services such as transportation and financial services [22] .
Thus, we expect Chinese exports to be positively related to Chinese ODI. Data is collected from the UN COMTRADE database.
Our variables, their expected signs and their respective data source are detailed in the Appendix 2.
Methodology
Following previous studies, we use ordinary least squares regression analyses to test our hypothesis regarding the impact of cultural distance and on Chinese
Outward FDI in African countries [4] [24] . We assume the error structure as heteroscedastic and uncorrelated.
The Model
We test our hypothesis using the following log-linear model: Openness is insignificant and incorrectly signed. We can summarize our results the following way: Figure These results are probably related to the study period (2003) (2004) (2005) (2006) (2007) (2008) (2009) (2010) (2011) (2012) (2013) (2014) (2015) . After year Figure 2 . Correlation matrix. 2) Cultural distance has a significant negative impact on Chinese investment in Africa. Furthermore, distance in two of the four cultural dimensions has a bigger impact on FDI: Masculinity/Femininity and Uncertainty avoidance.
Estimation Results and Discussion
These results show that cultural distance does affect Chinese companies' decision to invest. However, only certain aspects of China-Africa cultural distance have a negative impact on China's foreign direct investment. Therefore, it is necessary to make further research on the impact mechanism of cultural distance on Chinese FDI in Africa.
Conclusions
Since This study faces multiple statistical limitations that affect the robustness of the results, calling for more efforts to study empirically the impact of cultural distance on Chinese investment in Africa. Nonetheless, the conclusions of this paper show that the impact of cultural distance is real. We also find that while some aspects of the cultural distance have a negative impact on Chinese FDI, some other aspects of culture don't. Thus, more research efforts are also required to determine how cultural distance negatively affects Chinese FDI, in order to find the appropriate solutions to the cultural conflicts that often involve
Chinese companies in Africa. Also, because African countries are different, each country's policies towards China are also very different. Therefore, the impact of cultural distance may vary from country to another. Future research should focus on the impact of cultural distance on the Chinese investments in individual O. Gagne
